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Abstract 



This paper represents a backdrop from which to consider the devslopoent of 
a planning and budgeting model for local education agencies. The first part 
of the presentation describes the danands and external pressures which impact 
resource allocation decisions in school di^ricts. The ability of local school 
otficials to link the cost consequences and implications of these policy aud 
environmental pressures provide the rationale for designing the Local Planning 
and Budgeting Model (tPBM). The second part examitiea in detail the strengths, 
weaknesses and performance of two well-known, previous budget reforms, Planuing, 
Prograonaing and Budgeting System (jpPBS) and Zero-toed Budgeting (ZBB); and 
summarizes the lessons to be learned from these prior atteiiq)t» to rationalize 
educational budgeting processes. The paper ends with a skeletal overview of 
the Local Planning and Budgeting Model's conceptual framework and the implica- 
tions , fom part tw> for the developn»nt of a strategy for implementing the 
LPBM in local school districts. 
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INTRODUCTION 

Ther« have been nuaerous attaapta tc< develop new budgeting and 
planning prcweduraia in putlic enterprises including education. Each of 
thmtm otteapts haa had aleaenta of succesa aa well aa failure. The 
purpoaa of tha praaent paper ia to exaaine the auccesaaa and fsilurea of 
previona rational budgeting approacitaa auch aa Prograa Planning and 
Budgeting Syateaa (PPBS) and Zero Baaed Budgeting (ZEB), to explore how 
theaa aodela have been applied to the educational enterpriae, and to 
outline an alternative approach to planning and budgeting that ia 
infornad by theae leaaona of the peat. Thia kind of exaaination will 
provide a foundation froa which to consider how new and alternative 
approachea night be deaigned to take advantage of the aucceaaea while 
avoiding the failurea. 

There are three major coaponenta to thia paper. The firat deacribaa 
the rationale for the deaign of a local planning and budgeting nodal and 
briefly diacuaaea the orientation and acope of the reaearch project, 
llie aecond eaploya a caaa-atudy foraat to axaaine two well -known 
predeceaaora to the propoaed aodel, Prograa Planning and Budgeting 
Syateaa (PPBS) and Zero Baaed Budgeting (ZBB) , and conclude* with the 
leaaona to be learned froa theae prior atteapta to rationalize 
educational budgeting proceaaea. The third aaction ia devoted to 
outlining an altarnative approach to the developaent and inpleaentation 
of what we ahall aubaequently refer to aa the Local Planning and 
Budgeting Model (or LPBll). 
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I, k RATIOMALE FOR THE DESIGN OF A LOCAL PLANMIIIG AMD BUDGETING HOOF 

Lagislatively aandated a«rvic«s, tax and exp«nditur« lliitatlona, 
collactlva bargaining agraeaanta, inflationary tranda, aj.d anzullaent 
daelina all hava aerioua laplicatlona for deelaiona ragarding the 
allocation of achool diatrlct budgats aaong aducational prograaa, typaa 
of cfcildran and diffarant raaourc«a. fhm Education for All Handicapped 
Chlldr«»' Act of 1975 (PL 94-142) and aiailar atat« lagialation hav« 
placed incraaaad daaande oa local actiool diatricU for aarvica proviaion 
without providing the funding neceeaary to carry out the aandaU. Such 
aervice aandatee have aerioua iaplicationa for the ability of the local 
educational agency to eaiataio prograaa for other atudent populationa. 
Thua, diatrlcte have to aeek vaya to u«« exiating funda acre 
effectively. Siailarly, the general trend tot#ard tighter fiacal 
circuaatanMa offera algnificant chall«igee to local diatrlct drciaion 
■altera attaapting to «4<iinf>.ttin the integrity of axiating *ducatioaal 
prograae. 

Diatrlcte in aany parU of the country are facing mi cant 
enrollaent changea along with aubetantial ahifta in the coapo^itlon of 
puplla according to educetional need. In aeny urben dletricta the 
decline in populetlon hee been accoapenied by increeaing proportlona of 
apeclal need end hence high eoet puplla (e.g., aducatlonelly 
diaedvanUged or handicapped ati^enta). Theae declinea aey ultlaately 
lead to conalderetioa of achool cloalngs. D«:lalon« regerdlng achool 
cloeinga involve aaaeeaeMt of what appropriate echool aizea ehould te, 
what the coaU of alternative configurationa of achoola eight be, and 
what the proapecta for further chenge in enrol lamt are. The 
aaaeeaeente of appropriate achool alza auat of neceaeity be linked to 
curriculua policiea and educational goala alnce achool alza ultlaately 
affecta the eoapoaition and divaraity of curriculua offerlnga and haa 
potential effeeta on atudent participation in achool activitiea, atudent 
attitudea and even perhapa achieveaent. Moreover, in achool diatrlcte 
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•ufferiag daclinlng enrolUtnt, policlM of disilMlng the tMchars vi . 
iMst Mniority fir«t» result in an inereaM in the average age, and 
hence coat of the teaching force. Declining enrollaenta are alao 
generally acconpanied by at leaet aoae decline in the level of atate 
aupport provided to the local diatrict. 

Inflationary preaaurea in coabination with .be growth of foraal 
collective bargaining for teachers and other achool eaployem have 
cTMted edditionel aourcea of up««ard preaaure on the coata of achool 
district operation. Roat atatea nave legalized collective negot^ it ions 
for public school teaebers, and the aajority of atudenta in tbe O.S. 
attend school districts where teachers snd other achool eaployees are 
covered by foraal bargaining agreeaenta. Collective negotiations have 
potential coat conaequencea through dir^ effects on eaployee salary 
achedulea and fringe benefits. Horeover* they have both direct and 
indirect effects on the flows of Questional aervicea through glides 
related to claas aizea, teacher eaaignaent, eaployee retentica, and the 
conatraints iapoaed cm alltt:ative deciaicma via the increaaed reaource 
costa. 

While facing these eany challengasf local acnool districts are 
being confronted by a decline in public confidence, new deaanda for 
efficiency and accountability, increaaed intereat in public support for 
private achoola, and incraaaing oNi^tition froa private actMK>la that in 
aoae areas sre attracting pupils away froa beleaguered public achool 
ayateaa. Such dn«nds create increased pressures for intr<^ucing now 
and sore attractive educational prograaa, for bolatering the quality of 
existing prograaa, and generally for trying to deteraine alternative 
approaches to using funds aors effectively. All of thess probleas 

and iaauea have aignificant iaplicationa for local deciaion aaking 
related to the allocation and utilisation of achool resourcea: that is, 
curriculua policy, progran prior itiea and offeringa, patterna of 
personnel aaaignaent, and the need for and utilization of achool 
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facilitlM. All involvs coat cona«quences which affect tha abll.'t^ 
local school dlstricta to provide apecific aervlce*. 

tfofortunotaly, axisting accounting conventions do not always 
{urovids inforsatlon appropriate to assessing the cost consequences and 
service lapllcations of policy and envlronaental changes. Historically, 
there has bMn little effort to link budgetary end fiscal decision 
Baking procft.;Mes to decision asking regarding educational progress snd 
curriculuB policy. School accounting sad budgeting is generally 
orgeaized by line-itea categories relat«l to adninistrative function 
rather then according to categories relevent for decisi<»i asking Ce.g., 
by substantive instructionel progrea categories). Ruoureea <e.g.» 
teecbers, sdslnistretors o^ exi^dltures on supplies and sateriala) are 
rarely linked to the progress in which they are utilized. Accounting 
procedures do not .vrovide accurate cost estisates: deprecietion costs 
sre rarely explicitly treated; certain categoriea of school based 
personnel such as principals* clericels, and consultants are allocated 
to instructicMsal rather than edslnlatrative eccounta; and, teacher 
fringe benefits are included under aeparete eecounts referred to as 
*'fixed ehsrges** along with insurance «>ats. 

There has been little systaaetic atteapt to attach coats to 
iostructlonal prograaa or to deteralna the ne^s for edainistr stive and 
•upport aervlcea generated by the existence of these progress. In order 
to appropriately cost out the intrmiuction of new prograss, it is 
iaportant to deel explicitly with the cost of the progras unit (e.g., 
the clessrooa) itself os well as to understand the patterna of 
edainistrative and support services required to aervice auch prograaa. 
Present accounting fraaeworks do not consider costs by progrea but 
rather according to overall resource categories with little reference to 
progras other than in the sost genersl fashion (e.g., eleaentery or 
special education}. Horeover, there la no foraal atructure that links 
odainistrative services to articular prograaa or collections of 



prograas. Tbi» prcventa decision aatcers froa undarstanding Uia full 
coat a»d am^ico lapXlcationa related to tha introduction, or for that 
aatUr aliaination, of inatructioaal prograaa. 

Scfiool diatricU facing thm d«eiaiona ar* going to raquir« 
inerMaingly aora aophiaticatad and coapra:;jinaiv« planning tools to 
auiat thaa In datoraiaing tbo coat consaquoncM and iapUcatioaa fok- 
aarviM daUmy of policy and aavironaantal cli«nf«a. What la nocaaaary 
is a highly atnicturad, though flaxibla, planning aodal th«t will 
anbaneo tho ability of local daeiaion makm to obawva tbo linkagM 
batwaca aducational outcoaoa* progroa offarings, currtculua policy, th« 
pattama of raaourca alloeatimi, and tha coata of aorvicas. 

Tha nodal naada to ba haaad on tha prograaa and aarvi(»a providad 
diractly to tba childraa baing aarvad with ayataaatie linkagaa to tha 
adainiatrativa and aupport raquiraawiu of thaaa prograaa and aarvicaa. 
In ordar to aaica infcraad ju^aaanta about budgaU, local adainiatratora 
auat f irat know what tha altaraativa invaatamta atrataglaa look lika in 
taraa of tha ingradianta and tbair eoata. Only than can thay bagin to 
idaatify input/output ralationahipa for tha purpoaa of aaaaaalng tha 
affactivaaaaa of tha altarnativa atratagiaa. It la dMirabla to link 
budgatary daciaicra .to prograa and curriculua policy daciaiona. Tha 
iaportanea of thia kind of ploaniag nodal ia that it baa tha potaatial 
for iaproviag aconoaie daciaimia aa wall aa political judgaaaata by 
aatting out vary ayataaatieally tha coat conaaquaacaa and aarvica 
iaplicatioaa of varioua aducational iavaataant atrataglaa. Tha coat and 
aarvica trada-offa bacoaa iaaadiataly apparant to daeiaion aakara. 
loraovar, it would aaabla diatricta to davalop ayataaatic long tara 
plana for aarvicaa, to project thair futura raaourca raquiraaanta, and 
to link thaaa plana and projactioaa to aubatantiva daciaiona ralatad to 
aducational prograaa and curriculua. 
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This p«p«r iA dMl9n«d ta s«rv«i as « twcKground place for Iam 
Initlati^^i of « ramreh project directed towerd the developeent of 
local plonnlng end budgetia? eodela for educetlonel sgenelee. The 
e^lfic purpose* of the research project ere aa follows: 

(1> to asaesa the decialon seking needa of lociil public achmsl 
diatricta; 

(2) to develop a eodel of the decialra aaking proceas; 

(3) to ascertain the typee of inforsetlon end calculetiona 
required to address locsl needs; 

(4) to develop a aiaulatioa eodel conaiatent end coapatible with 
the deciaion sakiag amlel; and 

(9> to detereine how beat to iapleeent such an overall planning 
Bodel for local achool diatricta. 

The focus of ths project will be to develop e structure for 
orgenizing iaforeation on certain ellocative deciaiona aade by local 
achool districts end to dssiga s decision asking proceas coapatible with 
thet structure. The inforaetioa etructure will be deeigned to provide a 
linkage between budgetary and fiaeal deciaiona on the one hend end 
edttcetlonal prograa end curriculua polieiea to the other. 0am of the 
outcoaes of thia project will be a aiaulation nodal of budget alleeatioa 
for local public school districts. The sodel will be designed to eaaist 
local achool deciaion aakera in projecting the coat and aervice 
iaplieationa of particular i^licy and envirenaental ehangea. The aodel 
will perait coat projections for alternetlve policies and will be 
dMision oriantvd. Our ultiaete pur^tae will be to aelect particular 
decision oriented probleas, breek thea down into feaaible alternative 
atrategiea, atipulate the typea of reaourcea that would be requlrad or 
that could be relinquiahed to iapleaent each alternative, and ai^tiaata 
the cost and service iaplieationa of each alternative by appropriately 
ettaching coata to each of the reaourcaa. 



Figure 1 is a diagraa of th« kind of aodal w« will trying io 
foraalize «• part of this proraet. Th« daciaion Asking procassM yiald 
polielaa on prograaa and curriculua and on tha aaalgnaant and 
utilization of parsonoal and non-paraoiwal rasoureaa. Lagialativa or 
adainiatrativa aaadatas raprasent an Mtarnal forca affacting both 
pro$raaa and raaourca utilization. The resourca utilizaticm polielaa 
tranalata into raaourca costs and thaaa coata eoahina with prograa and 
rarricttlar polielaa in tha planning aodal. Diatrid anrollaant 
pattarna (total and coavwaltion) ara datarainad axogasoualy to tha 
r^al and bacoa« input into tha planning aodal. OutcMaa of tha Bod«l 
ineltida prograaaatic offaringa, configurations o£ facilitiaaf raaourca 
DSttiat and budgets. 

This pro:)act will go befond siaply tha davslopaant of a aiaulatioa 
■odal. It will alao ha diractad toward tha davelopaant of a <teciaion 
asking procoas which ia coapstibla with tha inforaatioaal atructura 
underlying tha aiaulation aodal. In order for tha aiaulatlon aodal to 
be decieiim oriantad, it ia nrcaaaary that it be integrati^ with a 
apecif ic decision asking proceaa. It ia anticiimtad that this decision 
asking process will be specified sa s ssries of ^iaittees aech with 
designated reeponeibilitiaa in aeking judgeamta about curriculua 
policy, prograa and aarvice delivery^ and budget ellocation. One of tha 
obsactivea in the design of the aodels will be to develop explicit 
linkages tett^en budgetary deciaiona and curriculua or prograa policies. 
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The dftclaJLon aaHlng And slaulaitloo »<Miftla developed m part of thla 
project will be dealgned to addraaa a wide range of aubatantive policy 
iaauea confronted by local district officiala. The aodela will be 
deaigned to aaaiat diatricta in planning by projecting reaource 
requireaanta both currently and in the future. The aodela will allow 
deciaion aakera to trace the af facta of changea in total enrol laenta* 
•nrollaent coapoeition with rea^ct to educational naeda* aehool size, 
logialative or adainiatrative aandataM for aervicea^ and atate and 
federal budget cutbacka on total and per pupil prograa coatat total 
and per pupil reaource (input) requireaanta* and the coapoaition of 
prograa and curricular offerings. Furtheraore, the aodel will provide a 
deciaion aaicing pr<^aa by which local achool officiala can reaaaeaa 
their bvdget allocation deciaions in relation to theae changea in 
econoalc and deaographic variables^ will hopefully provide a baaia for 
aaseaaing the ef facta of auch changea on prograas and prograa ''quality." 
It ia intended that the proceasoa by which reaource allocation and 
curricular policy deciaiona are giade will facilitate and atiaulate 
(although not require) the desire and need for prograa evaluation in 
relation to physical and dollar raaourcaa. 

We believe that the orientation described above and the 
aethodology, which will Im introduced in a later aecticn of thia paper, 
repreaent a unique approach to educational reaource allocation. The 
full extant of this approach would not have been possible prior to the 
coaputer era. However, thia ia not the first atteapt to introduce 
refora to sducational budgeting through tha introduction of rational 
processea. Thus, prior to aabsrking on tha type of project deacrlbed 
abcva, we turn to prior at'.sapta to introduce rationality into 
educational budgeting proceaaes in an attespt to infora the developaest 
and lapleaentatlon of a Local Planning and Budgeting Model (LPBH). 
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II. PRIOR RATIONAL BUDGETARY REFORM HODELS 

Allen Schick has identified three successive stages of budget 
reforSi. (Schick 1967, 30). The first* dating roughly froa 1920-1935, 
aaphaslzed the developaent of an adequate system of expenditure 
control. To Improve efficiency and provide a way of handling 
expenditures In federal agencies, the Budget and Accounting Act of 1921 
was passed. While planning and management concerns were not Ignore, 
the highest priority of this era was the development of "^s reliable 
system of expenditure accounts'* (Schick, 1966>. The result was an 
Instrument which specified the objects for which expe.^dlturam are made. 
This Is typically referred to as a -line item- budget. 

The second stage was associate with the Mew Deal of the 1930s. 
With the broadening of government responsibilities came a shift from 
the control orientation to one of management orlantatlon. With controls 
in place, budgeting was freed from "some of its watchdog chores.** The 
expansion of objects that were itemized created the need for cmntral 
management of the "incohesive sprawl of admlnistratlvm agencies.** Tho 
budget became e meana for appraisal and Improvemsnt of sdminlstrstlve 
performance and techniques of work measurement were developed. In 
keeping with this reform movement, the Hoover Commlssior. la 1949, 
recommended s reclssslf Icatlon of the federal budget. Emphasis was 
placed on the functions or activities supported by an expenditure as 
the basis for the budget. The Commission labeled this reform, 
-performance budgeting," to reflect its management orientation. 

The third phase of budget reform, according to Schick, was the 
emergence of the Planning and Programming Budget Syate?i (PPBS> . Writing 
early in the development stages of PPBS, he saw the full emergence of 
this phase in place only after the institutionalization of PPBS. With 
a healthy, growing economy in the 1960s, many management problems 
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focused on the choice of potential new prograaa. Thua, planning bfi^.^^a 
an important function for oUocating abundant reaourcea. PPBS, with Ite 
need for additional staff. eaployaent of more technical analysla of 
coat beneflta and expanded conceptualization of the buriqet proceoa, 
reflecta the political and econoaic well b*ilng of the country. 

Although Schick 'a analyala anda with the third phaae. refers 
continued. Increaaed deaanda for accountability In the late 1960a and 
early 1970a led to the developaent of auch management avateaa a« 
Program Evaluation Review Tachnlque (PERT), Hanageaent by Objectlvee 
(BBO), Social Zndlcatora (SI) and Management Information Syatea (HIS). 
More recently, the declining econoay coupled with Increaalng 
coapetlticn for scarce reaourcea apawned the popularity of the Zero 
Baae Budgeting concept (ZBB). 

With each of thoae reforaa or managerial Innovationap the pctentlal 
beneflta were exaggerated and implementation offered aa a panacea for 
many inatltutlonal or program -centered problena (Haeder,405) . Thia 
often lead to dlailluaionment when draatic change or immediate 
laprovementa were not aeen. In addition, over fifty yeara of budgeting 
tradition haa aet routinea and hablta which ere difficult for potential 
reform aeaaurea to overcoae. Thia realatance la aet In what Schick 
refera to aa a "Budgetocracy" (Schick 1971, 193). 

The inability to overcoae thia realatance haa Imd to the downfall 
of aany of the Innovatlona mentioned above. It la difficult to poalt 
complete failure or aucceaa of any of theae Innovatlona. Thoae 
implemented at the Federal level, auch aa PPBS and ZBB, attract more 
attention and when phaaed out there la a temptation to label the 
attempt a failure. Yet the realdue left by each may be moat indicative 
of their beneflta. For example, PPBS waa officially dlacarded by tha 
federal Office of Hanageaent & Budget in 1971, yet the planning 
function which waa a central feature of the ayatem reaalna an integral 



11 



facat of aoat exiating budgeting proceaaea. 

At the aame time, iapleiantatlon alone is not a sufficient 
criterion for auccesa. In asny caaea* the syatea was put In place by 
top officials, while those at the operative level continued to follow 
prevloua routines. Inforaatlon reporting syateas vere put In pisca and 
ahlfts In the power atructure, to the extent neceaaary to aecure 
coapllanca with aandatea for laplearntatlon, were obaerved In aany 
governaental agencies (Wlldavsky 1966, 302). As with laplaaeotlng any 
change* the acceptance of the innovation by thoaa at tha operativa 
level ia laperatlve to aucceaa. However, new procedures alwaya face 
probleaa because of the Inertia and the veated intereata that exlat in 
paat policies (Wlldavaky 1973, 355-6). 

The arguaents aade by proponenta and critlca of aarlier aanagerlal 
or budgetary innovation provldea a wealth of inforaatlon froa which to 
eabark on the devclopaent of yet another ayatea. Aa WildavaJcy poaita, 
to Ignore hlatory la to Increaae aourcea of error while decraaaing the 
chancea of correcting aiataJtea. "Doing without hlatory ia a little 
like abollahing aaaory - aoaentarily convenient, perhapa - but 
ultiaately eabarraaaing." (Wildavaky 1979, 38). The legacy of the 
conceptual, iwlltical, logiatlcal and practical atrengtha and 
weakneaaea of earlier ayateaa ia eapecially iaportant la inforaing the 
dealgn of a new aodel for school district budgeting and planning. 

Since the proi»aed acKiel la an allocativa dacialon aaking proceaa, 
the review of previous ayateas will be Halted to PPBS and ZBB. Both 
aethoda relate planning and prograaa to the budgeting proceaa: each roae 
In popularity within public aector Inatltutiona; each haa been 
iapleaented in l»:al achool districts; snd each is a product of a 
unique political and fiscal ailleu. This ia not to iaply that the 
characterlatlca of other reforaa are Ignored. HBO waa fwrcaived aj 
core of a peraonnel and accountability tool than a budgeting 
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lethodology* PERT was viewed aa being limited to planning 
perfonance budgeting and is dattid Xa applicability. Other aodals have 
not received the acceptance necessary to have a aufficlent literature 
develop about them. 

Ei95CiC9 £l29£§5!lQ9 & Budget is3 Systea 

When Robert S. HcNaaara became Secretary of Defense in l^l, he 
atated that the development of "essential management tools needed to 
malce sound decisions on the really crucial issues of national 
security,** was his most im(K>rtant problem (NcNuara l%d, 887* 
RcNamara brought several individuals from the RAND Corporation vith him 
to the Department of Defense (DoD). The significance of thia lies In 
the fact that RAND had completed a special study of resource all^ation 
decialons in the ItoD in the late 19S0s. The result of thia study, 
attributed to economist David Novick ar.d Charles Hitch, uss e system 
for linking planning to budgeting. McNcmara initiated the aystee tby 
then kno%#n as Plf^nning Programming and Budgeting System or PPBS) in the 
DoD. 

Impressed with the i^rformance of PPBS in Defense, President 
Johnson announced in August, 196S that thia revolutionary budgeting 
ay stem would be applied to all federal agencies. The President's 
action ignited a massive reform movement that would touch all levels of 
government in the country (Lee & Johnson 1977, 94). The Internaticnel 
City Managers' Association, the United States Conference of Mayore and 
the National Governors'" Council advocated the implementation of PPBS. 
In 1966, the Ford Foundation funded the State-Local Finance Project 
which aelected five cities, counties and states as demonstration 
centers for the system* Parts of PPBS found their way into the private 
sector as well. 
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As in state and local sovernMnte* program budgeting in education 
generally followed and waa influenced by practices in the federal 
governeent (Knszevich 1973, 22). It was not uncoaaon in the aid-SOs 
for PPBS to be one of the "strlnga" attached to federal support to 
schools. Probsbly the aost widely publicized effort at iapleaentlng PPBS 
in the public schools occurred in Dade County, Florida, in 1968. 
Operating with a sizsble federal grant, and in conjunction with the 
Research Corporation of The Association of School Buslncsa Officials, 
Dade County isplesented the concepts and techniques of PPBS. This 
provided a stisulus for dlssealnetion throughout the nation's schools 
(Xnezevich 1973, 25). By the early 1970s, districts such as Chicago, 
New York, Mesphis, Sacraaento, Las Vegaa and Los Ang'iles hod revised 
their budgeting procedures to include what each defluad as PPBS in 
education. 

Vildavsky (1975) notes: 

In the 1%0's PPBS spread with asazlng rapidity ... to 
aany Aaerlcan cities end states, governsents abroad and 
international agencies. Clearly fros the standpoint of 
effort and publicity, PPBS is the sajor budgetary 
phenoaenon of our tiae. Hence it needs and deserves 
attention" (Vildavsky 1975, 275). 

ret, with all the effort and publicity, history shows that PPBS 
did not live up to the potential touted by its early proponents. Post 
aorteas appeared with regularity. In June^ 1971, the Offic*. of 
Manageaent and Budget quietly pronounced PPBS dead at the federal 
level. By the end of the l%08 it was herd to identify any PPBS 
systems at the state and local level. (Lee & Johnson 1977, 102). In 
1970, prograaaed budgeting aysteas in California and New York State 
were abandoned. 
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In educotioiip the trend ia best exeaplifled by the course of 
events in Cellfornla. In I%6^ the legialsture established e citizens' 
coseisaion to facilitate the inatallatlon of PPftS in the atate'e lp056 
school diatricts* By 1972, the legialature made a IdO degree turn and 
abandoned PPBS at a coat of aeveral aillion dollars (Xirat 1979, 933). 
Tbua the general feeling by the early 1970a vaa that PPBS was an 
interesting but unaucceaaful exf^risent (Lee & Johnaon 1977* lOB}* It 
would be inviting to exaaine only the reaaona for ita deaiae» yet it is 
laportant that its strengtha and contributiona not be overlooked. 
Prior to thia analyaia, however^ a brief deacription of how PPBS %iaa 
applied to education will be presented » 

Many different things were done in the nana of PPBS in the 
eoucation aector (Lee & Johnaon 1977, 79>« Knezevich definea PPBS in 
education aa a decision systea designed to iaprove resource allocation 
decisions when a achool diatrict is faced with coapeting ob^ectivea and 
liaited reaourcea (Knezevlch 1973, 10). 

PPBS includea aeven aejor eleaenta* Firat, the achool diatrict 
aust identify and clearly define ita aisaion, goala and objectivee, i.e. 
ita deaired outcoaea. Then a aet of alternative approachee for 
achieving these outcoaea ia apcicified. Step one ia the planning 
eleaent, atep two the prograaaing eleaent. Theae lead to the budgeting 
atep where the prograaa are trenalated into fiscal and non*fiacal 
requireaenta. Thia includea planned expenditurea and propcaed revenue 
aourcea for a prograa, not only for a aingle budget cycle but for a 
aulti-year i^riod. Step four involvea analyxing each alternative 
approach to dateraine the TOat-ef fectivneaa of each. It ia then 
possible to select the beat coabination of prograaa to dateraine the 
optiaua course of action for the district* At this point, the 
suaaative evaluation proceaa begina. Each prograa is reviewed and an 
aaaesaaent ia aade of the degree to which the deaired outcoaea dmrm 
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achieved. The final step usea these evrluative prograa reports to foed 
back Into the ayatee, thua beginning a new cycle. 

By ita nature. PPBS is a top-down deciaion asking syatea. At the 
federal and atate level, additional and apeclalized staff were necessary 
to iapleaent the plan. This was true for several educational 
institutions aa well. Yet in many cases, achmal districts relied on 
existing staff to put the systea in plnce. Being top-down, asnageaent 
had to be coapletely convinced of its value, as well as supportive ^n 
allocating sufficiert resources to facilitate auccess. Given its 
cosplexity snd high level resource needs, what were the strengths or 
potentisl benefits of PPBS that caused it to be one of the sost 
popular, yet ill-fated budget reforas in history? 

3. ^tren^thf 

FroB its beginning PPB5 was sn stteapt to link planning to the 
budgeting process. It was believed that budgeting could bm isproved by 
incorporating features of planning. Budgeting was Halted in vision to 
the short run; planning provided the long-tera ^rspective. In short, 
planning would bring the rationality of the overall perspective to 
budgeting and replace the haphazard results which characterized the 
exiatlng systess CWlldavsky 1975, 255). To the extent that the 
iapleaentation of PPBS initiated a planning focus, the systes aust be 
considered a valuable innovation. 

PPBS is a aeana for atrengthening the institution's capability to 
do long-range planning. Hany, if not all, of the decisions of 
allocating resources will have future laplications and consequently 
iaply future coaaitaents (Hatry & Cotton 1967, 19) Thus, a single year 
is too short a period for arriving at optiaua decisions. In PPBS, the 
future laplications of actions taken auat be explicitly defined 
(Knazevich 1973, 33> . Adding this auitl-year facet to budgeting becoaes 
an iaportant outcoae of the process. While PPBS aay not be evident in 
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inatitutlona today, long range planning in the for» of auiti-yeo. 
outlines of objectives and needa have becone a coamon part of the 
managerial proceaa. 

The accountability aoveaent of the 19703 helped the liae of PPBS 
acroaa the country. The public began placing unprecedented deaanda on 
education. Public echool adalnistratora and boards of education felt 
laaenae presaure to delineate outcoaea, aaaign respo..aibilxty T-r 
achieving thea and asaesa whether organizational goala or objectives 
were being attained. PPBS was viewed aa a panacea for relieving theeo 
preaaurea. 

The focua of accountability ia on outcoaea, and PPBS atreaaea a 
aiailar perspective. PPBS atreaaea performance and achieveaent of 
objectivea. For this reaaon it was seen aa part of an overall 
accountability aystea and a aeana for bringing greater accountability 
into the operation of educational ayateaa (Xnezevich 1973, 59>. 

It haa been aaid that the corneratone of PPBS ia the identification 
and analyaia of alternative aeana for <^ttaining desired outcoaaa (Hatry 
& Cotton 1967, 25>. By making an adminiatrat^r aware of the full range 
of available optiona, PPBS provides a linkage to a rational decision 
aaki .4 model CAliison 1971). Irrespective of whether the inatitution 
operates in a PPBS mode, aoat administrators hope to consider the 
possible impact of alternctive couraes of action prior to aaking a 
rational decision. As David Movick, one of the pioneers of PPBS at 
RAND, aaid the name of the game in PPBS ia alternativba. Thua, the 
atructural design of the aystea inaurea that aa adainistrator evaluate 
several optiona for which atrateglea, goals and coats have been 
apecif lad. 

PPBS ia an outcoae oriented aanageaent ayatea. Aa auch, it 
requirea the determination of where i.o go, prior to defining how to get 
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there. In the proceaa much of the dcubt that exists m conventional 
budgeting syeteaa concerning the juatif ication of inputs is resoved. 
Since progrsea are directly linked to outcomes p the specification of 
activities and resources into a prograaatic structure clearly allows 
Inputs to M tracked to outcoaes. 

As Mentioned earlier^ PPBS is s product of its tise. When the 
nstion's economy was heslthy and gxowth wsa takan for granted, aany of 
the agenciea of the government faced dTClsiona on how to best apend 
their new funds. It was not matter of whether to fund project A or 
project Bp but of selecting the bea^ approach for funding projects A end 
B. PPBS was the tool for conceiving, developing and costing the new 
projects (DeVoolfson 1981, 393)* It helped governmental agencies cope 
with growth » 

The benefits of PPBS presented here sre those which might result if 
fully implemented. Exsmplea of such situstions iMre rare. It may have 
been difficult to srgue with the conceptual frsmework of PPBS, yet ss 
will be shown below, the discrepancy between concept and reelity wes 
gre.1t. Success was rare. Vildavaky states unequivocsbly, '"PPBS has 
fslle^ everywhere end at all timea." iWildavsky 1975, 363). Yet from 
its popularity and its rapid spresd throughout the country, its impact 
csnnot be repudiated. Quite poeaibly ita greatest Impact is best 
decrlbed by Allen Schick; 

...PPBS's main sccomplishment thus fsr hss been to 
rsise the level of expectation far above what it was a 

few yesrs ago. The prevailing stsnddrd of 'good enough' has 
been redefined, ss budget psrticipsnts hsve been exposed to 
PPBS's criticism of the established order and its criteria 
for public choice* (Schick 1971, 116). 
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4. l^aknjesses 

After ten yearSp the exlatence of a coaiprahensive PPBS ayeten m 
ao institution waa rare. The literature bcscaae filled with the 
argueanta of skeptics^ critics and out-right opponents of PPBS (See 
Wildavsky X97S; Schick 1971j Xirst 1975; Wildavaky 1970; Vanderbilt 
1977; Freeaan 1978}. The focus of these attacks was directly related 
to the perspective froa which the author viewed the aituation; for 
example, political scientists claiaed that PPBS was politicslly naive 
and thua infeasible. The variety of reaaons given for the failure of 
the aystea aakea ferreting out the aost salient problems difficult. 
Schick pointa out three problems thst existed in sttempting to sssesa 
the true value of PPBS: (1) the Isck of fully implemented syetems, (2) 
difficulty in monitoring acvlon in all the localities in fifty states, 
end (3) the problem in discerning the difference between public clsims 
of using the system and the true operative process which affected 
discussions (Schick 1971, 67-d^>. Thesw problems indicate some of the 
inherent weakneasea of s PPBS system. 

One of the weaknesses thst is difficult to overcome r^iste in the 
costs associsted with implementing such a system. These costs include 
not only a suLstsntisl f.lnancisl commitment, but also an extrsordinary 
amount of personnel time. Schick reiNsrted in hia study of PPBS thst 
msny directors involved in implementing the system statewide felt it 
would take five or more yeara to fully put in place (Schick 1971|p 87} • 
Although additlonel ataff was generslly added to meet the increased 
work required 9 regular staff members were forced to prepare all the 
noijessary documenta in addition to their regular reaponaibilities. 
Conaequently, d - deadlines approached for aubmission of budgets, the 
analysis and planning thought to be an integral dimension of PPBS were 
pushed aaide in favor of regular submission requirements. (Schick 1971, 
115). 

The time and financial effort required was far more than many 
expected. When planning and analyaia were added to budgeting, the time 
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needed for these diaensions naturally Increased. Because of the uni , .u 
fora and atructure of PrBS, current data ayateaa were generally unable 
to provide ita needs (Vanderbllt 1977, 342). TM& led Wlldavaky to 
conclude that P9BS was "treaendoualy inefficient** becouae the **inputa 
wera huge and ita policy output ia tiny.** (Wlldavaky 1970, 469). 

Vhlle funding neceaaary to iapleaent a PPBS ayatea varied with 
tha institution, it haa been suggested that a alniaus budget dedicated 
to PPBS for the first year would be about 920,000. (Xnezevich 1973, 
263). For ach(»l districts with 25,000 students or sore, . a sore 
realistic figure sight have been 97S,0<X> annually for consultants, 
personnel, organization, training* aateriala and space (Xnezevich 1973, 
263). 

The additional staff required provided a new layer in the 
bureaucracy which was often found to be cusbersose. This Isyer was 
Isrgely cosprised of snalysts, who t^ase siMkesaen for PPBS in the 
institution and caspaigned for it (Schick 1971, 98). Since their 
efforta required changing the behavior of those stteched to the old 
sethods of budgeting, they were perceived as outsiders with 
questionable sotives. This sepsrstion tended to protect the 
trsditional sethods since the "PPB'ers" were isolated fros the 

budget officers (Schick 1071, 99). 

The new layer was located close to the top of the adslnistrative 
heirarchy. Whi.le budgeting is a political process, characterized by 
negotietion and cosprosise, PPBS contained an extreae centralizing bias. 
Wildavsky posits thst a sore useful tool for increasing the power of 
the chief adsiniatrators to control decisions would be hard to find 
(Wildavsky 1975, 328). While sose asy argue that thl«; say not be a 
weakneas but, in fact, a strength of the ayatea, Kirst points out that 
such s centralizing feature was instruaental in the fall of PPBS in 
California. (Xlrst 1973, 356). By centralizing decision aaklng in the 
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hands of anttlyats, aomm ivportant political values wera traspled. la 
the Bid-19?0s, the public desired a diffusion of pover not greater 
centralization. 



Proponents of PPBS extol 1 the virtues of incorporating planning 
and goal setting into the budget process. Yet, there ere those who see 
this as a fundasental weakness and one which restricts its ec^eptsnce. 
When objectives ere specified, it is isplied thet they are clear, known 
and quantifiable. Yet, many public policy agencies and educationel 
institutions ere fsced with uncleer goels end technologies. Problems 
are inevitable in aseesslng effectiveness and efficiency eeasures 
(Venderbilt 1977, S43). Also, it would be extremely difficult to 
obtain cosplete egreeaent of such goels, even if it were poesible to 
delineete thee (Freeean 1^78, 39> . Knezevich, e pro^nent of PPBS in 
education # adsits: 

PPBS is lese likely to work effectively when goal 
conflict ebounds. It ssy help sherpen the issues 
surrounding the conflict, but it cannot define objectives 
with s high degree of precision in such situations. .If 
the organizetion or institution is difficult to prograst the 
aystes csnnot work (Knezevich 1973, 278-9>. 

In Xirst's insightful discussion of the PPBS experience in the 
school districts of Californis, he points out that the requirement to 
specify the objectives autoaatically brought controversy (Kirst 1975, 
537). For exasple, Hillsborough (Celifornia} Schools spent two years 
forsuleting their PPBS goels. For the primary mathematics program 
slone, 56 goals were identified to to attained by the second grede 
(Kirat 1975, 35d>« Segments from across the state fought to have their 
goals accepted, changing PPBS from a technical issue to a value issue. 
Value conflict elicits the BObiliz<ttion of political coalitions. In 
CaliforniSf the increasing opposition to PPBS forced the State Board to 
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back down on atatewKle iftpleaentation despite the ailiiona of dollara m 
aunken coats for trainln9, consultants and pilot progrsaa. 

Incorporating planning Into the budgeting process also creates 
conflict between role Incumbents. Planners are spenders and natural 
enemies of those who want to control expenditures. (Wlldavsky 
256) « By asking budgeting a form of planning^ planners gexa control of 
the budget which upsets the traditional l«.f restructure of the 
orgenizstion. BMdgeting is sufficiently deaanding, politlcslly 
sensitive end coeplex in its own right. The addition of planning and 
analysis sdds additional pressures which will ultisately cause the 
system to fall under its own weight. 

Another weaknesa pointed out earlier in this paper and on which 
tJiere seems to be little disagreementt is that PPBS is an extremely 
complex aystem. One of the nation's foremost educstional economists, 
Jesse Burkhesd^ reacted to the proposed PPBS model in California by 
ssying: 

The striking chsrscteristic about all of these PPBS systems 
is their unbelievsble complexity, the attention to detail 
and their costliness... CBurkhead 1973, 2D1). 

According to Wildavsky, the reason for failure of PPBS is its 
complexity. In short, **no one knows how to do progrsm budgeting" 
(Wlldavsky 1975, 359) • The major focus of PPBS is to develop better 
policies, and no innovation will be able to do this on its own. The 
literature seems to adequately describe what PPBS should be iike, but 
leeks descriptions of how to do it. Adding to its complexity is the 
requirement for PPBS specialists, responsible for implementing the 
system. For the majority of individuals in an institution. PPBS 
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desanda abilities which are beyond their capabilitiea. 

The weaknesses nenticned above which are inherent to PPBS »ake 
i»pleJMntition difficult at best. Yet additional liabilities in the 
iiystei existed. First was the probles of tri^nsfer. The attention PPBS 
received after being iaplesented in tne DoD caused many to ^usp on the 
bandwagon. This occured first in other federai agencic/s, then spread 
to the state and local levels » However n there are sose fundamental 
differences that exist between agencies and levels of governsent which 
restrict transfer of the systen. In sose cases, changes were mode in 
the fors of PPBS. Yet, the modified versions were often incospetible 
with the existing structure and nature of the organization or 
institution. 

The level of succesa achieved by PPBS in the Ik^D was sided by the 
nature of the Department end their experience in analysis and planning. 
This was not the cas^ in most other sgencies so that the translation 
of the syatem wes complicated (L^ 6 John%on 1977, 95). In addition to 
the experience and infrastructure considerations, the availabilty of 
talent in state snd local governmental agencies was far more limitad. 
(Lee & Johnson 1977, 100). Vhere these sssets w«re week or missing, it 
took more then gocHi intention to mske sn impact on the budgeting 
pr-^cess (Schick 1977, S59) . 

In education, this transfer problem wss especially scute. PPB? i#as 
originally developed for federal defense problems. The difference 
between these and public educstionsl concerns w«re vest.. In addition, 
the program structure of PPBS may not have coincided with the existing 
organizational structure of schools. Thst is, progrsms wore not 
equivalent to departments. Thus, responsibiJ lt> for programs in PPBS 
vss not clear in schools* It would seem safe to assume that many of 
the problems that existed with PPBS in educstionsl institutions could 
be sttributed to a basic inappropr lateness for educstion in the basic 
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design. 



Second, the new men of power (I'PBS'ers) were inaensltlve to 
treditlona, Inatituticnoi ioyelties and peraonal relationshlpa (Schick 
1977^ S62>. Aa a reault, traditiona continued to control budgeting, 
while PPBS atood on the outaide - ""a faahlonable but peripheral feature 
of adainiatration" (Schick 1S71, 103). 

lapleeentatlon atrateglea are paramount to the aucceea of any 
innovation. PPBS, like any other aanageaent tool, cannot iirork without 
a coaaltaent, without reaourcea and without a conducive environftrnt 
(Knezevicb 1973, 2797. Coaaitaent auat be generated froa the top level 
of adainiatration. Unfortunately for PPBS, the inability to understand 
tfte ayatea caused the intereat of many leadera to wais and wane, 
spelling an end to the ayatea. PPBS failed in aoae caaes^ becauae the 
laaderanip undereatiaated the changea required or found the reaource 
requireaenta of the systea untenable and thua inveated only aild 
support and leaderahlp to the endeavor (Lee & Johnson 1977, 104; Schick 
1977, 362). 

The coata deacribau above gave one indication of the reaourcea 
required. Included in thia, and critical to aucce^.•ful iapleaantatlon, 
was the training provided for understanding and perforaing the 
ectivitiea involved in PPBS. The ayatea would not work where ataff 
aeabera were poorly prepared to meet its challengea (Xnezevlch 1973, 
278). However, the coaplexity of the ayatea place^J deaanda on training 
which strained even the >.ost effective prograaa (Schick 1971, 101). In 
many cases training waa expected to succeed where PPBS Itself had failed 
(Schick 1971, 101) « Also, in the desire to iapleaent the ayatea in a 
short period of tiae, aany atteapts at PPBS faced unrealistic tiae 
constraints causing the training diaenalon to be ainiaized. 

In short, while weaknesses in concept and operatilonalization aay 
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hove been sufficient to prevent the aucceaa of PPBS, cleariy there ^wtL 
aignif leant other factora leading to failure. Shortcoiiinga in 
implementation auch aa lack of aupport from top adminiatratorsp 
Inadequate resources p unprepared staff and unrealistic time lines vera 
probably sufficient to seal its dooa irrespective of its prima facie 
merits. 

C. Zero-Baae Budgeting 
1 « Qverviev 

The moat popular budgeting reform of the 1970a was Zero-Base 
Budgeting. Aa the nation 'a economy tegan its domvard cyclef the 
confluence of declining raaourcea and increaaiag deaanda aarioualy 
strained the effect iveneaa of all government agenciaa. In order to 
maintain a semblance of rational deciaion making in timea of 
uncertainty, government officials were eager to find an innovation that 
aymbolized rationality and increaaed effectiveneaa and efficiency. 

In 1970, a ataff control manager at Texas Inatrument«, Peter 
Pyhrr, published an article in the Harvard Buaineaa Revlev on the nev 
**ay8tematic and formalized** method of budgeting uaed in that comimiy 
{Phyrr,1970) . Governor Jimmy Carter aaw the article and asked Phyrr to 
implement ZBB in the atate of Georgia in 1971. From the Georgia 
experience, ZBB sprend to Texas and New Jeraay aa well aa to several 
liunicipalitiea. Governor Carter became Preaident Carter and the ayatem 
became a mandate for all federal agencies. 

Yet, formulating budgeta from the **ground up** ia not a new concept. 
The term zero baae was coined in 1924 by Hilton Young, who argucKi 
that reaponaible budget managera ahould ^uatify their expenditurea from 
zero (Conners 1978, 250). While not applying the ZBB acronym, Verne 
Lewis described auch a perapective for budgeting in 1952 (Lewia 19S2). 
Probably the first attempt at implementing the zero base concept 
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occurred in the early 1960a in the Departnent of Agriculture* in 
April of 1962 r that Oepartaenf's Office of Budget zni Fir.^iCS^ r&laa#^ 
Inatructiona for preparing 1964 agency eatlaatea which b#gan» "A nev 
concept haa been adopted for the 1%4 agency eatlaatea; namely^ that of 
zero-base budgeting" (Wildavaky 1975, 271). The Departaent of 
Agriculture's atteapt waa widely regarded aa a failure (Wildavaky 
1979b^ 207). The current version of ZfiB can not be judg^ so 

definlti 'eXy. For exaaplep at their annual meeting in October, 1977, 
the Association of School Business Officials passed the following 



resolution: 

'The (AsscHrlatlon) believes Zero^Bsse Budgeting is an 
effective and rather easily understood aanageaent tool for 
planning and controlling the expenditure of funds, ••.•The 
Association believes that It la a tool that should be 
considered by all school systems In plsnning annual 
budgets* (Bliss 1978, 3), 

In addition, by 1979, 13 stste governaents snd numerous local units had 
experimented with the syatem (Vorthley and Ludwln 1979, 2?. Despite 
the criticisms leveled against it snd the relatively few successful 
experiences with it, ZBB, unlike PPBS, has resisted relegstlun to the 
status of a "^museum piece. " 

The description of ZBB presented here is generic in nsture, as 
experience hsa shown that no single definition or description is 
appropriate (tforthley and Ludwin 1979^ S>. Even ZBB pioneer, Peter 
Phyrr, warned that the system was not a series of fixed procedures but 
a process which must be adapted to the specific needs of esch 
organization (Phyrr 1977b, 2). 

The first step in ZBB is the identiiicstion of "decision units**' 
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Oeclaion units ara the loi^st-level entitles for which budgets Q^e 
praporeo vToyiur iy77 p • Tneae units are uau^Ily baaed on existing 
organizationsl structure or traditional budget units but aust have sn 
Identifiable aanager with authority to establish priorities within the 
unit. 

Once the decision units have been identified t the next step is the 
foraulation of **decision packages** by the decision unit managers. Each 
package Is a written docuaent containing the infor»stion needed to 
compare the decision units. This usually includes a statement of 
objectives^ a description of the activities^ slternativo ways for 
accomplishing the objectives, the consequences of not performing the 
activity r the costs and benefits of the sctivity and measures of 
workload and performance. Varicus levels of funding for the sama 
activity are separated into Incremental decision packagesf one for each 
level. The result of this step is a tremendous flow of Information and 
paperwork . 

The third step in the process requires the ranking of the decision 
packages. Each manager ranks in order of priority sll decision 
packages for which he is responsible. These rsnklngs sre then 
submitted to a higher authority who will consolidate the rankings from 
several subordinates into s single ranked list. This process ie 
repeated up the heirarchy in the organization. Once the final ranking 
la made by the person (s> at the top of the organization^ those packages 
that can be funded with the svailable money are included in the 
organisation's formal budget. 

The term "zero-base** comes from the prsctice of requiring the 
above mentioned procesa each year for all programs , including those 
provioucly funded. Thus In concept , ZBB is a resource allocation tool 
and an Information gathering system. It is a bottom up process where 
goals and objectives emerge from the operational levels of the 
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organization to Infers top Bonogeaent how activities relate to each 
other (Hentschke 1878, 242). 

ZBB was developed aa a buaineaa model and aa such aaauaea that low 
priority packages are expendable. If a program or activity fell below 
the finel cut off line it dimply was not funded, Thia concept has 
limited application to governmental agencies or school systems where 
various programs and services are not under control of management. The 
output or prc^ucts of the schools , ss well as the complM 
interrelatlonahips of education programs, required specific 
modifications to be made (Bliss 1978^2>. In assessing the performance 
of ZBB in atate governments » Schick reported that ""not a single state 
budget system would warrant deslgnstlon as using zero*baae budgeting** 
(Schick 1979^ 27). One of the first chsngss was the abandonment of the 
annual zero^base reviews (Draper 1981^ 78) • The numtNir of decision 
packages and the time and effort required to develop them made this 
feature of ZBB impractical in moat organizationa. From experlencea In 
educational institutional Hentschke concludes thst. In addition to 
abandoning annual zero-base review of decision packages^ most 
institutions have eliminated or modified the ranking process and have 
eliminated the determination of minimum levels of effort for each 
package (Hentschke 1978^ 243) . 

Pyhrr argues that the adaptability of the syatem la one of ita 
strengths (Pyhrr 1976) , while Hammond and Knott contend that people only 
have {K>altiv6 attitudes toward ZBB because they are not really using It. 
(Hammond and Knott 1^0, 72) » Neverthelessr ZBB has been a popular^ 
widely used management tool« Unlike PPBS, which history haa had ample 
time to analyze and judge^ ZBB la too recent an innovation on which to 
pass judgment. Yet the litersture does contain ample accounts arjd 
asseasmenta of ZBB by practitioners and academics. This body of 
literature is the baais for the following discussions of ZBB' a 
strengths and weaknesses. 
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3- S£ren9tli§ 

ZBB did not becoad a popular lanagenent procaM slaply b^causa a 
aoutharn governor who became Preaident of the United Statea liked it* 
In fact, auch an aaaociatlon sight have been a liability in light of 
Preaident Carter'a fall froa popularity. Aasociation vlth and the 
aupport of the President vill bring attention to an innovation^ but 
when iapleeented outaide of the federal bureaucracy, a new eyatea euat 
be able to atand on ita aerita. 

The aoat frequently cited benefit of ZBB la the generation of 
better and aore in-depth inforaation about the activities of the 
organization (Hentachke 1978; Moore 1960; Draper 1981). Am a "bottoa- 
up*" proceea^ goala and objMrtivea are developed et the c^rational 
level and in aoving up the heirarchy, educate upper*level Manageaent of 
the Interrelationship of activities within the organizatiMi CHentachhe 
1978» 242>. This incorporstes the virtues of participatory aanegenent 
into the budgeting process. As Draper says, ZBB reeches the ""untapped 
reservoir*" in budgeting. Zn ao doing, ZBB createa the congruence 
between those responsible for developing the budget end thcNM 
responsible for delivery (Saraf laid 1977, 38> * 

Unlike PPBS, ZBB does not atteapt to alter the prograa atructure 
currently used in an institution. Decision units can to anything the 
institution chTOses. There is no need to tanimr with the infra** 
structure while iapleaenting change in the budgeting process « 
Conceptually ZBB ia not divorcwi froa the budgeting proceas and aeparate 
ataff is not required aa in aany other budget innovations (Schick 
1978}. Consequently, ZBB haa preaented fewer problees in 
iapleaentatlon than aany of ita predeceasors (Draper 1981, 79). 

Another benefit of ZBB, as touted by proponents^ is the 
preparation of alternative funding levela as a foraal requireaent in 
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the budget procesa (Draper 1981, 78). Thia structure avoida the 
neceaslty of renegotiating the entire budget ahould the funding picture 
change, aa well aa providing an alternative to across-the-board 
reductions. Requiring alternative funding levels forces everyone 
involved in the process to think in consequential terss. In other 
words* it aandates that answers to a series of "what if?" questions be 
found (Lee & Johnson, 119). 

Villiaa Sarafield posits that there is probably nothing better 
than a discusaion of total dissantleaent of a prograa to discover its 
true value. Aa Phyrr develops! it, and as the naae iaplies, the 
"ground-up" approach is inherent in ZBB. Unfortunetely, this can not 
be considered one of the ayatea's aaaeta. In reality, xhe tiae, coat 
and coaplexity of a zero-base review of every prograa each year led to 
the first aa^or alteration aade to ZBB when iapleaented (Hayward 1977, 
43) . 

Other faceta of ZBB hava received a aixed review in the 
literature. Soae claia the aystea has rationally cut budgets and has 
reallocated resourcea froa lower to higher priority areas (Taylor 1977; 
Connors 1978; Phyrr 1977b; Moore 1980). Others have argued that it ha* 
done just the opposite (Draper 1981; Minaier & Heraaason 1977; Haaaond & 
Knott 1980; Schick 197«- Wlldavaky 1979b). 

In auaaary, there aeeaa to be agreeaent on aeveral strengtha of 
ZBB. It provides the structure for generating acre and better 
inforaation within the inatitution, it createa a . ra link between the 
budgeting -"d operational levels, forces the inetiiution to focus on 
consequences, and enhances "participatory aanageaent" within the 
organization. Whether these strengths, the politicel fortunes of a 
southern governor, or aa Schick claiaa, the appropriateneas for the 
tiaaa led to the spread and utilization of ZBB is unclear. Probably all 
of these factors have had soaa iapact. ZBB waa right for the existing 
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economic tmes. When fiscal irugality la parosountt xi nothing elae^ 
ZBB focuaea the thinking of indlviduala to align with thia thruat 
(Draper 1981, 76-77). 

4 • !^§5!SQ§§§§6 

The ZBB proceaa incorporatea several featurea that are quite 
difficult to operational ize. By incorporating perforaance aeaaurea in 
the foraation of decision packages, the probleaa inherent in evaluation 
and appropriate aeaaureaent b«coae tied to the budgeting proceaa 
( Haaaond & Knott 1980 , 18- 21 ) • Queations oi preference for 
effectiveness, efficiency p extenaivenesa or equity are continually 
raised n with answera or praferencea bein9 relative to an individual 
manager. As such the ranking proceaa, which ia ao crucial to the 
syatea, becoaes difficult if not iapoaaible. 

Perforaance aeaaurea are quantitative* and when these are not 
available or a-e difficult to acquire, the ayatea requirea aanagera to 
create indirect or proxy indicatora. Quite naturally, the aora 
indirect theae indicatora, the greater th) need for caution in 
interpreting the reaulta they provide (Haaaond & Knott 19B0, 20) « 
Another potential problem that haa been diacovared when Indirect 
aeaaurea are created ia the uaa of the aoat favorable indicatora in the 
deciaion packages while ignoring all others. When deciai^^na and 
evaluationa of a daciaion package ara aade on theae indirect proxy 
indicatora, managers tend to orient the behavior of their organization 
toward looking good on the proxy aeaaurea instead of what theae 
indicators are intended to aeaaure (Haaaond & Knott 1980, 20) • 

The importance of performance measures is heightened when a ZBB 
institution turns to ranking decision packagea# Performance aeaaurea 
provide the basis for the rankings. The difficulties, weaknesaes and 
uncertainties in developing perforaance measures become incorporated in 
the ranking process and combine with the mere logistics of ranking 
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nuneroua decision packages to hobble the process. For exaaple, in 
Georgia the State Health Agency alone generated over 2,100 declalon 
packages to be ranked within the agency, as well as with ail of the 
other packages froa other state agencies (Binaier & Heraanson 1977, 
76). Top ofjficiala were forced to rank the packages froa the Health 
Agency, Highway Patrol, Budget Bureau, etc.; all with diverse goals, 
activities and perforaance aeasures. 

The final ranking also provides a "cut-off" point for programs or 
actlvltiea which receive funding. However, in the Georgia experience, 
whan the available funding turned out to be Xeaa than originally 
anticipated, instead of raising the cut-off point, alaost all 
departaenta had to reaubait new rankings based on the lower funding 
level (Miniaier & Heraanson 1977, 88). This indicates that budgeting 
is the process of allocationa, not of aetting priorities (Haaaond 1980, 
53). Froa these experiences. Georgia officials aade aajor 
aodif icationa in the use of perforaance aeasurea and in the ranking 
process. Having previously abandon<Hi annual zero baae revlewa of all 
prograas. the question becoaes were they really using 2BB? 

Another weakneaa of ZBB is that it requires substantial tlao. funds 
and paperwork. ZBB pioneer, Phyrr, adaits. "to be sure, ZBB usually 
involves acre managers and takea more aanageaent tiae than traditional 
budget procedures." The extent of the time and enoraoua flow of 
paperwork led Conners to posit that education expenditures aight not ba 
reduced by ZBB because of the additional adainistrative tiae (Conner, 
at al 1978, 259). Steps csn be taken to reduce this burden but 
probieas aiailar to those discussed above are likely to occur. 

One of the aoat distinctive eleaenta of ZBB is the identification 
of ainiaal levels of effort for each decision package, yet this has 
becoae one of its weaknesses in operation. The alniaua level ia that 
funding level below which it is not feasible tc continue the prograa 
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(Hasvond & Knott 1980, 35:. Presuaably, this is the essence of ZBB. 
yet» experience haa shown that this aiinisua level tends to be set 
aibltrarily at some percentage of the current level of funding (Draper 
1981, 77; Wildavaky 1979bp 209). Hoore^ in an analysis of ZBB in U.S. 
cities, found nest siniaus funding levels set between 75*90^ of present 
funding; Schick found only 1 of 25 states esploymg the ZBB methodology 
its actually using the classic definition of ainiaua level. The reason 
aeeaad to be the extreme tiae limitations and difficulty in 
conceptualizing what a ainiaua level is (Haaaond & Knott I960, 33-*40). 

Other weaknesses of ZBB which aust be noted include the tendency 
for a parochial perspective to becoae evident within the budget when it 
is built from the ground up (Draper 1981, 79). Also, ZBB was a product 
of the private sector and transposing the fraaeirark to public agencies 
and institutions resulted in aodif icstlons which have changed the true 
nature of ZBB as practiced (Conner, et al 1978, 256). The business 
model la based on the assuaptlon that low priority packages are 
expendable; in the public aector and more apeclf ically^ In education, 
this Is most often not {^ssibie. Prograas auat go on and services auat 
ba provided, often as a result of asndate, but also since public 
prograas tend to exist because of political constituencies* Despite 
being sble to reduce spending sfter iapleaenting ZBB, Horton, Illinois 
school officials aodlfied their proceaa because ''it did not sddress 
their needs^-soae things have to ba provided** (Hyaes 1962, 19). In 
short ZBB mskes the unreslistic sssuaptlon that decision makers have 
the cspaclty to ellalnste progrsms ctee & Johnson 1977, 119). 

^» ^ht Si§ ll§§ ^21 §§i5§^ !!f^d§5E!;§S^ Acc§E|aog§ 

After its desth at che federal level in 1971, hardly a trace of 
PPBS remains. The same is not true for ZBB. Despite President ^ 
Csrter^s defest in 1960 and the deaise of ZBB at the federal level, 
iapleaentation of the sy«itea continu'Sd to appear (e.g. in the South 
Dakota Division of Elementary and Secondary Education in fiscal year 
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1980.) Yet it would be difficult to aay tn«t 2BB h^ia become the nor a 
in t>ud9etlng in the United Statea. Thia laat aection locka at aeveral 
poaaible reaaona for thia. 

With over 10 yeara of experience with ZBB, when all ia aaid and 
donOf very little haa changed (Haaaond & Knott 1980, 2>. The flrat ZBB 
federal budget (in 1979) produced fewer reductiona than any previous 
1970a budget; aoat prograaa vere funded at or above the previoua level 
(Schick 1978). Hodlf icetiona were required ao ZBB was not really being 
ueed anyway. The budget proceaa aeeaa to be iaperaeeble and ZBB did 
not change the way budgeting occurred (Draper 1981, 77; Wildavaky 1979b ^ 
208), 

Furthermore, ZBB auffera iroa its naae. Since ZBB haa coae to 
ayabolize fiscal scarcity and budget reductiona, the very ruaor of 
iapleaentatlon can elicit a defensive reaction within the inatitutlon. 
Reacting to the ZBB **seasage % lower level asnagera tend to develop 
coping devices to protect their interests (Moore 1980, 2S6)« In sany 
cases, asnagera are motivated to raise the linissl level and to 
ovsrstste the effects of discontinuing operstlon of the progress. In 
short, the verv nsae zero-baae budgeting frightens budgeters and 
program sanagera (Draper 1981, 77). 

Like PPBS, ZBB experienced ispleaentation problems caused by 
exaggerated clsisa made by high* level administrators (Sarafield 1977, 
'39). -Overselling- ia associated with many innovations in an atteapt to 
maximize the probability of change within an institution. When ZBB 
failed to deliver on the proaiaea of its proponents, lo^r level 
decision mskers becsme cynical and akeptical. Probably the msjor reason 
why ZBB was not the psnacea promiaed waa that it was sold as a coat- 
cutting mechaniam (Draper 1981, 80). ZBB ia a short term budget tool 
and many of the portlona of any budget are uncontrollable. In addition, 
ZBB is only a process and processes do not cut budgets. As Schick 
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notes, **growth in budgets is more aenaitive tc financial conditions Qnd 
politiCQl attitudes than to budgetary procedures*** Further, In 
educatlonf ispieftentation of ZBB has been restricted by its heavy 
esphasis on analysis. The paucity of analytical skills and expertise in 
the field of education precludes its large scale acceptance (Bliss 
1978.33). Thus^ despite any benefits that sight have saterlalized, the 
fate of ZBB (and sost budge" reforss) tended to be predestined to 
failure. 

Even though the prosises of ZBB adv(K:ates are not being fulfilled, 
many "users** resain positive at^ut ZBB because they are not doing it 
(Hassond & Knott 1960, 72) • The trend has been to move avay from ZBB by 
modifying the sinisus levels snd ranking process and ellainating the 
annual zero base review. For example, officials at Stanford Univeraity 
do not consider ZBB a failure even though it was used in a "textbook** 
fore for only four years. According to the Director of Hanagasent and 
Financial Planning, Frank Ratts, having cospleted the ZBB process, the 
University did not dees it necessary to continue the extensive snnusl 
reviews (Ratts 1983). While it is generally easy to find those who will 
talk of ZBB benefits, it is difficult to find ZBB in practice. 

In suasary, ZQB rests on a model of rationality that has appeal to 
managers and officials at nearly every level- Yet it aeeas to impose 
logistical conditions on the budgeting process that are sel<!oa met. 
(Hammond & Knott 1980, 93). 

Innovation in pclicy aaking or decision making procedures La 
difficult at best. Th. a is especially true in budgeting whera 
organizational inertia, the politicized nature of resource allocation 
and the complexity of the vast range of alternative investment 
str«it«gies favor repeating next year what was done thia year One need 
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only look at th^ history oi budget reform to find that change is nearly 
laperceptibie, Allen Schick best expreaaea this when he points out, 

Saall changes are achieved through large efforts; each wave 
of reform leaves its modest legacy and preparet^ the way for 
future improvements (Schick 1971, 1^2) • 

He further notes that this difficult future facing a possible reform is 
irrespective of any substantive merits inherent in the change. Implied 
in Schiclc's remarks is the notion that, while appearing Inexorable, 
budget innovation is possible. Clearly, however^ In designing a model 
for local planning and budgeting^ it is extremely important to 
completely understand existing budgeting processes and to learn from 
previous budget reform experiences. The examination of PPBS and 2BB, 
the two most recent reform attempts, serves well in providing those 
lessons* 

Xuch of the difficulty that a proposed budgeting model will face 
can be attributed to organizational inertia and the tradition embodied 
in its existing budgeting process. The *'budgetocracy" becomes met in 
its ways, routines become habits and individuals become vested in 
current operating procedures. In past reform efforts^ proponenta have 
attempted to overcome this resistance by making exaggerated promises 
and portraying the innovation as a panacea for a wide range of ills. 
Both PPBS and ZBB fell short in meeting the unrealistic expectations 
they generated and consequently fell victim, to increased skepticism 
within the organization as to their potential. In developing and 
implementing a proposed budget reform, a fine line between selling and 
overselling the system must be drawn within an environment resistant to 
change. 

ZBB has its origin m private industry, PPBS began in a large 
federal agency. Having achieved some success, their popularity grew 
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and their use apreod to all levels of the public sector. Hoi#evar, not 
only sre the federal ^ state and local levels of sovernsent uniqua but 
the institutions and agencies which comprise each level are 
idiosyncratic. As a consequence^ each refers had to be substantially 
modified to achieve -a fit" with the orqanization. In soae cases, the 
•odifications iiere alight; xii others, the conceptual frasawork vaa 
coaproaiaed to force a f it* The result in either cassir was to employ 
the reform in name only, jeopardizing the nature of the innovation and 
its potential benefits. 

This vss especially true for ZBfi and PPBS as applied to education«>l 
institutions. The strongest similarity between schoola and other 
governmental agencies is their public sector base. Differences in 
infrastructure, goals and delivery systems remove any assurance that 
reforms appropriate at one level will apply at any other. 

Another lesson implied in the budget reform litersture is the 
importance of simplicity and comprehensibility of the innovstion. 
Aaron WildavsMy ^gued that while FPBS had many ahortcomings, the 
fundamental reaaon for its d«iise was thst no one knew how to do 
program budgeting. While the same accusation was not explicitly 
leveled against ZBB, the complexity of the procedures^ the esoteric 
nsture of the terminology, the potential for overwhelming paperwork and 
the inapplicable nature of several of the key concepts oppose 
acceptability. 

The budget has become a vital component of the political, economic 
and bureaucratic processes of all public sector institutions. It haa 
acquired a variety of functions snd users. Schick argues that the 
budget can be a control instrument, a management tool and/or a planning 
device^ Depending on the political or economic milieu, one of these 
functions tends to predomiante (Schick 1971,4). He further states. 
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Every budget reform alters the uses to which the budget xs 
putf and It la these u^es thet tie noat geraane to the 
aucceaa or failure of the reforsp the way it is l»plaaented» 
and the attltudea of thoae Involved in the day-to-day 
conduct of budgetiay. (Schick 1971 ^ 3>. 

PPBS accentuated the planning function; ZBB becaiie a aanageaent 
tool under the guiae of a control inatruaent^ Acceptance of any 
innovation ia baaed on the extent to which theae functiona are in 
concert t#ith the exiating political and econoaic envlronaent. 
Conaequentlyp any budgeting aodel auat be aenaitive to the crucial 
iaaue of balance aaong the functiona of the budget and the political 
and econoaic milieu in t#hich the budget auat exist and adapt. 

While PPBS and ZBB were praised for bringing specification of 
alternatives and consequential thinking to budgeting, goal 
apecif ication and ol;;ective definitiona of the aeaaurea of performance 
to th€s ayatea caused theae efforta to atutter. Controveray arose and 
theae reforaa were rejected. Zncreaental thinking in budgeting 
maintains enduring power and may be sacroaanct in educational 
organlzationa which are characterized by conflicting goala end uncleer 
technologies. Budget reform efforts must not m:.lign these important 
character iatica of budgeting. The incremental approach reducea 
conflict and ia conaequ^ntly appealing to budget makera. A viable 
educational planning and budgeting aodel at the local level should not 
attempt to divorce itself from increaentaliam* 

Regardlesa of the substantive merits of any refora^ atteapta to 
change exiating budgeting proceasea in local school dlf ricta face a 
difficult future. Budgeting ia not a riak-taking procec^a (Schick 1971^ 
193). This caveat becomes especially salient when fiscal uncertainty 
and economic crisis are the operational norm. Yet^ by coneidering the 
strengtha and weaknesses of previous reform efforts and by gaining an 
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understanding for trxisting budget proceattea and local environ»ents, the 
design of the ijropoaed kuut^i can ^ivoau nany of the&e obataclas to 
budgtiting iimuvcition. 
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III. THE BASIS FOR DEVELOPING A LOCAL PLANNING AND BUDGETING HODEL 
A. An Overview of the Resource Cost Model 

The purpose of this section is to provide sn overview of s 
conceptual framework aeslgned to integrate considerations of 
adequacy/equity/efficiency into a reaource-cost-base rationale for 
systeas of school finance, planning and budgeting. There has been 
considerable work done on the development of this kind of resource -cost - 
based approach for state school finance and planning end is best 
represented by the Resource Cost Model (RCS). Kakeiik (1972. 1977) and 
Hartsan (1979, 1931) independently employed a aimilav framework to 
estimate the cost of special education services in order to assess tho 
cost of implementing P*L. 94-142. Chambers and Hartman (198X) have 
analyzed the RCH as a possible tool for funding and demonstrated its use 
for special education funding. Chambers and Parrish (1982) cronsiderably 
expanded the conceptual foundation underlying this model snd implemented 
It in the state of Illinois as a proposed funding base for the state 
school finance formula. 

With the success of the RCM as a viable approach for coating out 
programs at the state and federal level, ic seemed reasonable to examine 
the feasibility of adapting this kind of approach to IwzbI planning and 
budgeting. It is with this in mind that we present an overview of the 
technical and decision making components of the RC8 in the form as 
developed by Chambers and Parrish and to outline some of the i&sues that 
need to be addressed in adapting the approach to the needs of local 
decision making. 

Much detail is excluded from this brief overview as its purpose is 
simply to sketch a general outline of the Resource Cost Node! approach 
to educational resource allocation. The presentation is kept general in 
nature to provide a conceptual approach applicable to both the state and 
local levels of educational governance. While this model has been 
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considerably refined at tiie state level, this paper is written as a 
point of departure for the aore complete development of this model at 
the local level. The last section of this paper outlines some of the 
issues and questiona surrounding the consideration of how this approach 
might be tied to the needs and characteristics of local school 
districts, and eapecically how the development of a local planning model 
should be informed by past attempts to bring rationality to school 
district decision making. 

Essentially, the KCM is an '^ingredients" approach to costing out 
educational programs. This requires the listing of a uniform set of 
educational programs, the determination of specific resources that are 
appropriate for each of these programs, and the So§ting ou^ of these 
resources to determine program costs* On the basis of these 
stsndardized cost data and the number of pupils enrolled in each 
educational program, overall costs of education can be determined and 
broken down by the categories desired. 

Figure 2 begins with a list of the educational funding categories 
to be recognized. In Step 2a, an appropriate number of educational 
resources, i.e. teachers, administrators, supplies and materials, etc«, 
is identified for each of these programs. On the basis of these 
assignments and enrollment data by program (Step 2b) ^ standardized 
quantities of resources for the unit of observation can then be 
calculated (Step 3a). The jiultiplication of these quontities by the 
prices for each resource (Step 3b) results in an educational cost figure 
for esch unit of observation <btep 4K 
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FIGURfc; 2 
HCM - TECHNICAL STEPS 
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This overview of the technical atepa of the aodel, however^ 
dlsgulaea such potential coaplexlty inherent to the model. For exaaple, 
procedures auat be developed to produce the large number of subjective 
and politically sensitive judgsenta this aodel requires. The model 
begins with a **llat oi educational funding categoriea to be recognized** 
(Step 1) and then calls for the assignment of an "appropriate number of 
educational resources'* to each (Step 2a). The programs that should 
comprise this list and the levels of resources appropriate to each are 
the very essence of the equity, sdequscy and efficiency issues which 
confront educational planners and budgeters. Thus, the KCH is much more 
thsn s simple technical tool for the derivation of educational costs. 
The RCM must include a process for establishing standards regarding whet 
educational programs should be receiving support and what thst level of 
support should be. 

Thus, this process links equity, adequacy and efficiency 
considerstions. Verticsl equity consideretions require distinctions in 
resource levels according to educstionsl need, while adequacy Is 
concerned with determining the combinstion of educational resources 
which will best serve the oversll goals snd objectives in the provision 
of public educational services. Both of these standsrds must be 
explicitly resolved in the requirements set out by Steps 1 snd 2a above. 
In this context, efficiency takes on the ssme connotation as adequacy. 
How can the available educational resources be allocated in a manner 
that will maximize overall educational goals and objectives? 

Thus, the RCH is really a grocesg for reaching some explicit 
resolution of these stsndards. Furthermore, since educatlonsl goals and 
objectives are not static, this process must be aynamic. Just the 
many processes that implicitly define adequacy and equity standards 
constantly evolve, the concept of evolving educational coats is 
Incorporated into the design of the model. 
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Prior to a brxef description of the RCH proceaa, it ia Important to 
clarify that the tera Reaource Coat Model alao haa a third dlaenaion. 
Beyond the technical atepa ahown in Figure 2 and the procedural atepa 
that will be illustrated belowf the RCN la a computer aiaulation aodel. 
Thua» all of the aechanical atepa iaplied in Figure 2, e.g. reaource 
aatrlcea (Step 2a) multiplied by enrollments (Step 2b> equals resource 
quantities (St^ep 3a), are performed by the RCH computer aimulation 
model* The RCN computer program is the primary tTOl of this 
methodology. It adds conaiderably to the power of the RCN process. 
Beyond the computational functions that would overwhelm this concept if 
it were not computerizedp the relative speed and facility that this 
program adds to these calculations allow the simulation of various 
reaource allocation strategies which makea final resolution possible. 
That ia, it ia the near-immediate feedback of the cost implications of 
alternative specifications for Stepa 1 and 2a above that allowa their 
fine-tuning and adjuatment toward a balance that is "^sppropriate*" both 
in terms of what programs require and in terma of what ia affordable. 

The iterative dimension that this model brings to the RCH process 
is best conveyed by progressing to the process itself. The process for 
making the specifications implied in Steps 1 and 2a of Figure 2 ia 
depicted in Figure 3, 
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KlUUHE 3 
THE RCM PROCESS 
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Progra* Category CoMitteea are for»ed for the distinctly 
recognized educational categories^ e.g. regular aleaentary^ special 
educational etc. MeAbershlp on these comalttees must Incorporate 
requireiienta o/ program exp^^rtxset ranging fros curriculum to equipment 
costSr with tha political requireMent to include a fairly broad 
constituency. These cossittees derive the initial list of progress and 
resource configurations. A single repreaentstive from each of the 
educational program categories is appointed to serve on the RCH 
CoBsittee.. Prior to meeting with this larger committee, hovever^ these 
representatives convene as the Program Review Panel for an initial 
evaluation and standardization of the full set of prc^rsms. 

The RCII Committee generally has a representstion extendisig beyond 
the interests of the immediate schooling entity. A broader perspective 
may be brought to this committee through representatives from the 
legislative and executive branches of government at the state level ip or 
of board member^f parents, students or oth^r community members at the 
local level. These constituencies represent the more general concerns 
of government which must balsnce the resource needs of educstion against 
sll other public services or the broader perspectives of thm schooling 
community beyond those exclusively involved in the provision of 
educational services. 

In the last step of this prwress, the proposed specifications and 
cost data derived by the RCM committee moves through to the final 
decision making authority. At the state level, this will be the State 
g^ar^ and the Legialature. At the local level, this finsl authority 
ultimately rests with the School Board. 

At each level of involvement , evaluation, negotiation and 
bargaining characterize the process. Each of the procedural levels 
shown in Figure 2 are conducted within the context of implied 
constraints. The overall constraint of the level of state or district 
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reaources available for education can not be avoided at Levels 1 or 2, 
because it must ultiiately be confronted at levels 3 and 4. Other 
levela of gonatrain^f are intra-pro^ras and inter-prograa category 
constraints, which are made self-evident in these competitive processes 
through the realizatitm, given finite resources^ that educetional 
resources aaaigned to Program A or Program Category A reduce the 
remaining pool of resourcea available to Program B or Program Category 
B. 

In addition, at levels tvo through four the negotiation processes 
may be informed by cost date and various cost simulations from the RCH 
fMsputer program. These linkages sre represented by the broken lines in 
Figure 3. 

Figure 4 is a achematic of the RCM computer program. The four sets 
of inputs are shown in line one of this diagram. Lines two and three 
indicate the outputs of the model. The reasonableness of the cost data 
produced by the model is entirely dej^dent on the deta fed in. What is 
specified in line one produces the simulation results of lines ti#o and 
three. Through successive passes snd analyses of these outputs^ en 
appropriate list of programs snd appropriate resources can derived 
for the first two sets of boxes in line one. 

In summary K the RCH approach to the coating out of educational 
programs hae farther reaching implications than mere comt analyses. The 
proceaaes and procedures of this methodology incorporste the standards 
of adequacy, equity and efficiency in very specific terms. The inherent 
dynamic and political orientation of these aubj^tive allocativa 
decisions is incorporated into the model design. The result is an 
estimate of what programa ahould cost as subjectively deteriined by a 
croaa-aection of educators and policy makera« 
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FIGURE ^ 
RCM COMPUTER PROGRAM SCHEMATIC 
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The final aectlon of this paper will provide q springt^rd froa 
which to embark on the adaptation of the Resource Cost Model eethodolog/ 
Into the design and lapleeentatlon of a Local Planning end Budgeting 
Model. How should this aodel be developed in ll3ht of the experiences 
with previous rational models in educstlon ss described In this paper? 
Specif Icallyp how eay the lessons of the past be linked with this 
proposal for the future? This section will take thvee approaches to the 
consideration of this queatlon. Firsts how does the LPBN differ fros 
prior attespts at budget reform In education? Second , to what extent 
does the LPBN methodology build on the observed strengths of these prior 
efforts? Thirds in light of psst experiences* In what srass does the 
LPBN appear to be potentially vulnerable In its basic design and what 
are the implications of these potentisl weaknessea for implementation 
strategy? Thus,i ^he essence of this paper is contained In this section 
In thst prior to the flnsl design of the LPBH, we attempt to avoid the 
ultimate embarrassment thst Wlldavaky notea can be expected when history 
Is ignored. 

H2S 52§§ fcbS i;£§5 OiiffE IE21 E£§2:iSU5 Attempts to Bring Ratignalitx 
to iducatlonal Budgeting and Plannljig? 

The greateat ahortcomlng of the models cited in this paper for the 
education aector is probsbly the lnappzt>prlat6ness of their basic design 
for education. As previously mentlonedf ZBB originated in the private 
sector and PPBS began in a large federnl agency. In both Instances, 
because these models seemed appropriate and successful in the 
environments of their origin, it wss sasumed that they could be applied 
across a wide range of organizational settings. hach reform spread to 
its level of Inappropriateneas* 

as both Hodela promised mcreasHd rationality and greater 
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affici6ncy« public sector eigencxes which are conEoniy perceived to l^e 
iackixt? in theae characteristics^ were extremely vulnerable to these 
vavea of reiom. Because these agencies are generally believed to be 
inefficient by their very nature, questions were seldoa asked as to how 
these new concepts could be useful in this sector. To allow thea to 
interact vith these i^odels was believed to underaine end corrupt their 
refom pot'<5n':ial. Thus, these types of reform were often imposed from 
above. Becau';^e they are not well suited to the educational production 
process^ with its unclear technology and conflicting goals* these 
processes were generslly force-fit into educational settings or only 
given superficial support* i«e. only enough to meet the letter of 
msndatesp or not enough to make them viable. As noted above* while the 
appearance of ZBB or PPBS was often maintained* below the surfsce the 
traditional approaches were most often continuing uninterrupted. 

It is contended that this basic flaw caused many of the symptome of 
f si lure which characterize the involvement of PPBS and ZBB in the 
educational sector. Thus* although there is a considerable history of 
attempts to rationalize educational budgeting and planning* the LPBM 
represents the first attempt to design such a rational pr<»esa 
exclusively for the public education sector. 

Why is this educational orientation so important? Both ZBB and 
PPBS embody the basic tenets of rational decision making theory. The 
components of this process include the careful elucidation of ss^ecific 
objectives; specification of a aeries of alternatives for meeting these 
objectives; evaluation of the various alternatives on the basis of their 
costs and effects; and* finally* arrival at a value-maximizing choice. 
In the case of a schcol district* the &bove steps are follcwed using a 
ZBB or a PPBS type methodology and the alternative ia selected whose 
consequences rank highest in terms of its objectives. The nature of 
this approach strikes an immediate basic tension in the educational 
sector* however. Jesse Burkhead describes the existing incongruency : 
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(Jesse Burkhead, •"EconoiRics Against Education/* Teachers College Record 
75, no.2(Deceaber 1973): 190.) 

Apart froa the data problena, there are also some 
conceptual difficulties in the nicroeconoalc analysis of 
education. In the eatiaatlon of production functions in the 
private sector, it is assumed that a factory aanager, fur 
exaapla, has reasonably good knowledge of the aarginal 
productivity of the factors that he utilizes, and thus he is 
able to optiaize factor co»binations to aaxlaize profit. 
But in elementary and secondary education there is no reason 
to aaauae that a school principal , or district 
super in tendentf or board of education has knowledge of or 
interest in the marginal productivity of resource inputs. 
Even if these were known, it could not be assumed that it 
would be possible to secure least-cost combinations, given 
the institutional rigidities of mandates and conventional 
practice. Neither is there a reasonable substitute for the 
objective function of profit maximization. ThuSf the 
optimization rationale that underlies production functions 
in the private sector is inapplicable for elementary and 
secondary education. 

PPBS begins with the school officials "clearly defining its 
mission, goals and ob3ective8," while ZBB calls for "decision packages" 
which clearly state the objectives of each of the "decision units'* of 
the organization. Kirst notes that in the case of PPBS in California, 
the requirement to specify objectives automatically brought 
controversey» (Kirst, p. 537) Thus, while in theory the output focus of 
such models as ZBB and PPBS is laudatory and seems particularly lacking 
and needed in such -fuzzy" public service sectors as education, the 
conflicting goals and unclear technology that cheraci^erize education 
necessarily imply thst the specific statement o± goals and objectives 
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Will be highly subjective m nature, value-iaden and thua, 
controversial. Because such diverse goals as preparation for the labor 
force^ training for citizenship, equal opportunity and the advancement 
of the individual to the farthest extent of his or her capabilities are 
aasociated with education and because the operational izat ion of these 
goals often result in conflicting practices, it is iapossible to 
definitively state the goals of education in operational teras, or to 
find any universal agreeaent as to how they should be ranked* And, even 
If such agreeaent were to be produced for education, given the ispreciso 
nature of the educational production function, it is ispoasible to state 
with any certainty what inputs would produce these desired outcoKes. 
Thus, any budgeting or planning aethodology calling for a tight, 
rational fit between inputs and outputs in education sisply does not fit 
the imprecision that characterizes this sector. 

Many of the negative characteristics associated with the interface 
of these two rational nodels with education car. be explained by this 
beslc design flsw. Because disagreements about what the specific goals 
of education should be or the relative priority that these gosls should 
receive ere rooted in the very fiber of our multl -cultural society, 
attempts to resolve these issues will inevitably require interminable 
investments in personnel time and resources. The technological jargon 
and the infusion of technicians accompanying such models as PPBS can 
only obfuscate this basic discordance. It is little wonder that no one 
really knows how to do PPBS in education. 

The RCM methodology circumvents the dead end of attempting to 
rationally link inputs to specific goals and objectives by acknowledging 
the inevitable subjectivity uf these decisions and by centering the 
debate around the specification of the types of educational programs 
that should be offered and the types and levels of resources that should 
be assigned to each, given the overall resource limits under which the 
district must operate. This exercise forces participants to iSBliciti^ 
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consider the outputs that they believe will be associated with 
alternative resource specifications, e.^, the equity and efficiency 
inherent in providing an aide for prograii X and not lor prograa 
Thus, it forces the iSBiiSit linkage of inputs to the general notion of 
outputs without becofting inextricably sired in the deiineatxon of 
exactly what these outputs are or should be. 

Perhaps the sost important strength of the RCH aethodology, which 
will serve as the Mais of the LPBH design, is that it is not a 
transplant from the private sector or sose other public sector agency, 
but has been designed specifically for use with education. Thus, it 
need not be force-fit into the educstional sector. Lastly, although it 
isplicitly links inputs to outputs, it does not require the explicit 
specification of educational goals and objectives. 

A second distinction of importance between the HCH methodology end 
PPBS and ZBB is that the RCM is much more of a framework designed to 
inform allocation decisions than the more rigid tcxhnulogiea that these 
cither ttfo models represent. This rigidity is especially evident in PPBS 
with its insistence that oudgeting be linked with planningt its 
considersble trsining component and cadre of technical analysts. There 
are few qualms concerning the general upheaval to existing systems that 
results from the introduction of this approach. Clearly, the throwing 
out of the old is a fundamental element of this methodology. ZBB is 
less rigid and is espoused by one of the chief pioneers to be a process 
which must be adapted to the specific needs of each organization. It is 
less disruptive to the infrastructure of organizations and is generally 
more easily implemented. The underlying rationale, that every 
organizational function must justify its funding, or mission, every year 
from the ground up, however ^ is a value that the model imposes on 
organizations and one that may be threateniiiS to some key 
organizational actors. 
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The RCH treats the allocation of reaources as nuch acre of an open 
question. It la primarily designed to infora allocation decisions 
rather than to orient thea m one direction or another. As auchp it 
aeed not thresten, but say sisply inform existing systeas. As a 
technical toolf it aay siaply bring such more information to bear to the 
organizational decision making processes already in place. As a much 
more malleable model that may be uaeful to budgeters and planners using 
a wide variety of budgeting and planning approaches # it is much more 
likely to lead to mutual adaptation » a condition that Berman and 
HcLaughlin describe as essential to lasting change in education. As 
opposed to the intrcKiuction of a fixed technology, mutual adaptation is 
a condition in which the reform technology and the existing system 
undergo some transformation to bring lasting change. 

Third f beyond the ne^ for mutual adaptation, the general design of 
the RCH approach to educational resource sll^ation has prof itted 
conaidersbly from the implementation effort in Illinois and draws on the 
implementation literature generally. One clear message from this 
literature is that in the educational sector, where the technology is 
not well understood, it can not be expected that thd prima facie merits 
of an innovation will serve as its own brief. In education^ for 
example^ adoption doea not insure change and may not even be the ma^or 
step in the change pfocess. Thus, a considerable implementation effort 
has been incorporated as part of the general RCK methodology. 

A fourth way in which the RCH methodology differs from the other 
rational perspectives that have been introduced is thst it includes a 
specific computer tool for simulating a variety of resource sllocation 
situations. Rather than promising a wide range of benefits from 
adoption, such aa a better linkage between budgeting and planning or the 
reduction of budgets, this tool allows the simulstion of a wide variety 
of investment alternatives so that the cost implications of each may be 
conaidered in the expansion ^ reduction or simply more efficient use of 
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4ivail«ible resources. This program addd a power to dcHrisicn procesaea 
that was lapossible prior to the computer age. This capability brings a 
wide range of inforsation to bear on the subjective decisions that must 
be Bade by educational policy «akera* 

In suA«aryi» the advantages of the LPBH for education over prior 
rational modeling techniques are in its design to speciiically 
accomodate the vagaries of the educational production process and in its 
design as s decision making framework rather than whether it embodies 
the more rigid characteristics of s technology » Furthermore, it has an 
implementation orientation and its computerized feedback loop adds 
considerable power tn the subjective decision context that is inevitable 
to Klucational settings. 

In response to some of the other problems associated with attempts 
to introduce PPBS and ZBB into educational settincps, because the RCH 
circumvents requirements to specify educational outcomes, the required 
investment in personnel time and energy will be substantially 
diminished. As it does not require a cadre of analysts end does not 
require broad*based extensive training efforts^ the expense of the 
system can alao be exf^cted to be considerably less than that of PPBS. 
Considering the expense to the research team only, for example, the 
model was implemented for the entire state of Illinois at a cost that 
barely exceeds the predicted annual cost of PPBS in s school district of 
25,000 students. In addition, the relative simplicity of the RCH model 
is indicated by comparing the 58 goals specified for just the primary 
math program up to the second grade in one school district in California 
under PPBS, to the total of 160 educational configurations established 
across al^ education program categories for the entire state of Illinois 
under the RCK methodology. Finally, the tension observed under PPBS 
between planners and budgeters when theae two functions were 
inextricably bound together should be considerably diminished vnder an 
RCH- type approach. As opposed to the "shot-gun wedding" mandate of PPBS 
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whxch forces the Barrioge of theae two functions,p the HCIf axBpiy 
provldea a nethodology that allows the two functions to work in greater 
harAony through the proviaion uf an information tool that will prove 
useful in both of these areas. 

2. Strengths uf Past Reforms That Will Also Be Associated with the 
Local Planning Model 

Perhaps the greateat strength attributed to PPBS la its emphasis on 
alternatives. This is also a strong characteristic of the RCH concept. 
Districts will be better able to consider the coat implications in 
selecting the programs they will fund from the broad range of 
alternative programs that they could fund, or may wish to fund. Beyond 
this, a broad range of alternative service patterns may be considered in 
determining the resource configurations that should be assigned to the 
programs that will be funded, i.e once it is determined that a program 
will be offered, how should this program be equipped? What alternative 
program configurations might be derived and what are the cost^benefit 
implications of each? What appears to be the moat efficient way to 
provide a given educational offering? 

ha with PPBS and ZBB, the process inescapably leads to the 
consideration of outcomea in the process of allocating resources* 
Although the RCH methodology makes no provision for listing outcomes in 
any form, the requirement to select appropriate resource configurations 
for each of the educational programs the district will offer 
automatically ties the consideration of outputs to the process. The 
only cri ^ria on which these decisions can ultimately be made, apart 
from the overall level of resources svailable to the district, are 
sub:iective beliefs about the impact alternative assignment patterns will 
have for educational outcomes. Thus, the RCH methodology is also 
outcome oriented and is a process which forces a linkage between the 
allocation of resources and the implicit goals and objectives of the 
district. 
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A third strength of PPBS that would be an anticipeted outcoMe of 
the RCH process ia the enhancenent of participatory aanageaent. While 
decentralization^ per se, ia not a mandatory component of the nodelj. 
certainly the opportunity fjr a luch aore diffuse decision making 
structure is embodied in the concept « Theoretically^ the program 
specifications that the model requires could be kept very simplistic and 
could all be made in the central office by a few top admiatrators. This 
would not necessarily diminish the usefulness of the model as a 
budgeting or planning tool for the district* For the district inclined 
to move toward a broadened base of decision making 9 hoiMver, the 
opportunity to include a broad representation from the district* or even 
perhaps from the community » is clearly present. To the extent that 
teachers and program specialists are involved in this process a greater 
congruence may be formed between thoce responsible for developing the 
budget and those responsible for the delivery of services. The degrM 
of decentralizstion thst a district would actually employ in conjunction 
with the RCR model would probably be best determined on the basis of the 
district's goals and objectives in this regard as well as its history 
sr*d tradition. 

Fourthi as described above, the RCH concept constructs a bridge 
between the budgeting and planning functions of the district. Although 
these two functions are not forced into congrut^nce, the resource 
implications of planning projections based on such factors as 
demographic projections can be forecast through the use of the 
simulation model and incorporated into current budgets if deemed 
appropriate and necessary. Similarly, the implications for the future 
of current allocation decisions may also be forthcoming through the use 
of this model. 

Last^ a strength associated with 2BB is that it forces the 
consideration of alternative funding levels* When resource projections 
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prove to be inaccurate, alternative funding levels as well aa their 
lapllcatlona for prograaa can quickly be evaluated aa they have already 
been laid out aa part of the 2BB budget foraatio proceas. SiBllarly* 
the RCM Mthodology allows the rapid conalderation of how revenue 
windfalls or reductions aay ispsct or should lapact on educatioaal 
programs through ita decision asking procedural fraaework and the 
capacity of the aiaulation prograa. 

C. Potential Areas of Vulnerability for the LPBH in Light of the PPBS 
and ZBB Experiences 

Many of the ayaptoaatlc probleas and the eventual f si lure of PPBS 
and ZBB in education are likely to have resulted froa thalr 
inapproprlateness for the educational setting snd froa their rigidity. 
Although It has been shown that the LPBH atteapts to account for these 
ahortcoalngs in its basic design, soae areas of potential difficulty can 
still be identified m the lapleaentstlon of the LPBH. 

The first ingredient essential to the adoption of s change strategy 
in education is the presense of a strong basic conceptual spprosch to 
the perceived problsa. It Is believed thst the RCN provides the 
conceptual basis for inforalng snd enhancing schcwl district budgeting 
and planning proceases. The next crucial step Is sn spproprlate 
ispleaentatlon strategy. Irrespective of the conceptual wesknasses 
attributed to previous rational aodels in education, their dw>a was 
probably sealed by their ahortcoalngs in iMpleaantation. As noted 
above, such factors as lack of aupport froa top sdainlstratora, 
inadequate resources, unprepared ataff and unree. ^tlc tlae llnea vara 
instruaental to their failure snd probably sre the kinds of problaaa 
that pose the greatest threst to the success of the proposed Local 
Planning Model. Thus, our attention will be focused on the potentlsl 
iapleaentation hurdles and on how they aay be overcoae. Although the 
full RCn design eabodies a considerable iapleaantation coaponant, a 
strategy appropriate to the local level should be considered. 
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First p and perhaps foreaost, Is the autual adaptation that has been 
found to «cco»pany auccesafui change efforts in education. As has been 
describedp the RCM concept is ore of a f raaework for * -^oraing 
budgeting processes than a rigid process in and of itself* We have aleo 
described soae of the ways that this process has profitted froa the 
state-level Illinois iapleaentation effort. The Illinois experience aay 
also harbor some potential dangers^ however, in forging a strategy 
appropriate to the local level- There aay be a danger, for exaaple, in 
assuaing that the lessons learned at the state level will autoaaticaliy 
apply to a local setting. 

To the extent that the project enters the local level of decision 
aaking with a aet of preconceived notiona aa to how the process 
component of this aethodology should be structured « constrainta aay 
unwittingly be imposed on the natural evolution of a process that is 
sore charactersic of autual adaptation and which will be more suitable 
to the history, tradition, wanta and needs of local level planners and 
budgetera. An example of thia problem aay be represented by the vast 
coaaittee structure that was eaployed in Illinois very successfully to 
specify and negotiate the final program descriptiona that emerged froa 
that effort. It is natural to imagine that analogoua committees will be 
essential to the successful iapleaentation of this concept at the local 
level. As the politics, goals and objectives and overall environaent at 
the local level aay vary substsntially from district to district and can 
clearly be expected to be different from that found at the atate level, 
however, a very different process for the specification of the data 
required by the model aay evolve. In implementing thia proceea at the 
local level, a fine line will have to be drawn between arriving with 
fixed notions and arriving without any ideas at all. That iap while it 
is iaportant that the iapleaentors appear to know what they are doing, 
it is equally iaportant that they not be locked into a single conception 
uf how things must be done* 
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A aecoiid inportant isplenentatlon caveat ia the requirement for 
tlae and reaourcea beyond that noraaXly predicted. This obaervation 
leads to another strong observation froa the iapleaentation literature. 
Thinga aust be kept as aiaple as possible. Together these 
characteristics suggest that siaplicity is not only an imperative 
coaponent to success generally, but is also iaportsnt in keeping the 
resource and personnel requirements from becoming excessive to the point 
of failure. Thus, a complicated methodology is not only likely to 
decrease the probabilit) of success, in and of itself, but will also 
increaae the normal strain that can be expected in attempting to 
aggregate reaourcea aufficient for successful implementation. 



The message for the implementation of the LPBM may be that the 
introduction of aany of the capabilities of the computer model and the 
methodology should be reserved to some later date when the model ia more 
comfortably established as being of use to the diatrict* Once again# a 
balance will be important. Without overwhelming participanta with all 
of the thinga that the model can do, it is important that enough 
complexity be introduced to ensure that the mcHiel will be useful. Thia 
may be beat accomplished by sttemptir i implement only whet ia 
considered to be the most essential comp ^s of the model and to allow 
its more complex mahifeatationa to be in^ ced only as the need for 
them naturally occurs. In this way model will not appear 

overwhelming, but will also appear sophiSL ated enough to do whet ia 
deemed important at the local level. 



A third precaution is that the model must not be thrust upon 
potential participants. Its potential usefulness must be demonatrated 
at the onset and there must be a demand for this kiud of technology from 
within the district. This is important for at least two reasons. The 
first ia that without a rtflstively high level of administrative 
commi taenia when the crunch comes and more time and resources are 
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required than the local participants anticipatedp they will be 
forthcoain9« A withdrawal of support or only token support at the tiae 
of the inevitable pinch will seal the dooa of the project. Secondt high 
echelon support aust be forthcoaing to add legitiiacy to the process. 
A Message aust be forthcoming to the lower level participanta that the 
tiae and effort that they are expending are cf potential consequence and 
may eventually have an impact on the way the district allocates 
reaources. 

Fourthf to even the most far-sighted of superintendentSp the LFBM 
will be greeted with soae skepticisa. None will diaaiss the (K^asibillty 
that it is 3ust another black hole into which resources and high 
expectations are sucked up^ never to be seen again « Any Inveotaent of 
local resources will be seen as a gaable, Thuaf the resource deaands 
aust be kept as reasonable as possible. Do not plan for, aak for^ or 
expect a high level of district support at the onset. Firsts strive to 
establish the usefulness of the model. If it does^ indeed, prove to 
aeet district needs» a higher level of comaitaent win follow* 

Fifth f beyond skepticism^ the general organizational state of 
inertia will have to be overcome. This will probably not be broken by 
presenting the mo<lBl as an elixir for all of the district's ills or 
even a better model than what is already in place. A challenge to the 
existing system may only reinforce the raaparts of resistence to change. 
Rather, the model may beat be promoted as a device for enhancing the 
present system. If it can be shown to bo a tool enabling the district 
to continue what ia already being done in a better, more efficient 
manner, rather than an alternative to the present system, it would be 
expected that the model would be greeted more warmly by more elements of 
the organization and would have a greater chance for succese. This 
approach will require additionsl homework on the part of the 
implementor, who must gain a strong grasp of current district 
procedures. This will require active involvement in the district at the 
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onset of the iapi«?«eiitation effort. 



Lostp if the purpose of the impleaentation effort is to be ruIusI 
adaptation r where che process accoapanylng the aodel evolves to meet 
local need, then a ^'fixer'* auat be assigned to the effort. This is 
Bardach's (8srdach, 1977) term for soae person or persons who will guida 
the dynaaics of the process* Efforts to iapleient s refora are generally 
viewed as potentially beneficial for the organization. It will km an 
opportunity to express a wide assortaent of pent-^up deaands. However, 
aa auchf numerous atteapta to scuttle or reorient the thrust of the 
iapleaentatlon effort can be expected. If the LPBH is to be 
successfully iapleaent^ in a school district, someone must assume the 
responsibility for guxding and administering the process so that the 
course can be maintained when possible^ altered when necessary, and 
eventually lead to some desirable conclusion. 

IV, Qonclufloa 

for the aost part PPBS and ZBB have failed as potential budget 
reforms for education. Their requirement to specif icslly delineate 
outcomes may have made this failure inevitable. As the LPBH is based on 
a methodology designed specifically for education, it appears a much 
more likely candidate for succesa. The large number of iaelementstion 
failures asociated with the ZBB and PPBS experience, however, appear to 
be at least equally responsible for their downfall. In fact, their 
implementation problems appear to have been sufficient to insure their 
dismissal regardless of t^e* soundness of their conceptual underpinnings. 
It i3 in this area that ..le LPBIf may have the monl to learn from the 
1 allures of the past^ 
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